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INDEPENDENT AUDITOR’S REPORT

Members of the Township Board
Charter Township of Breitung
Dickinson County, Michigan

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, each major fund and the aggregate remaining fund
information of the Charter Township of Breitung, Dickinson County, Michigan as of and
for the year ended December 31, 2007, which collectively comprise the Township’s basic
financial statements as listed in the table of contents. These financial statements are the
responsibility of the Charter Township of Breitung’s management. Our responsibility is
to express opinions on these financial stalements based on our audit.

We conducted our audit in accordance with the auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, 1ssued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstalement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial staiements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of the
Charter Township of Breitung, Dickinson County, Michigan as of December 31, 2007,
and the respective changes m financial position, and, where applicable cash flows thereof
for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

|
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In accordance with Government Auditing Standards, we have also issued our report dated
May 16, 2008, on our consideration of the Charter Township of Breitung’s internal
control over financial reporting and our tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the
iternal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and 1mportant
for assessing the results of our audit.

The management’s discussion and analysis and the budgetary comparison information on
pages 3 through 11 and 44, respectively, are not a required part of the basic financial
statements but are supplementary information required by accounting principles generaily
accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we
did not aundit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Charter Township of Breitung, Dickinson County,
Miclugan’s basic financial statements. The combining nonmajor fund financial

statements are presented for the purpose of additional analysis and are not a required part™

of the basic financial statements. The combining nonmajor fund financial statements
have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

Ao Neckmoam« Unefo P

Anderson, Tackman & Company, PLC
Certified Public Accountants

May 16, 2008



MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED)

Our discussion and analysis of Breitung Township’s financial performance provides an overview of
the Township’s financial activities for the year ended December 31, 2007. Please read it in
conjunction with the Township’s financial statements, which begin on page 13.

FINANCIAL HIGHLIGHTS

- Net assets for the Township were reported at $6,127,967 for 2006 and were $5,776,592 for
2006, an increase of $351,375. For 2007, net assets for our business-type activities were
$1,719,641 or 28% of total net assets, while net assets in our governmental activities were
34,408,326 or 72% of total net assets.

- The Township’s expenses for the year totaled $1,905,721, while revenues from all sources
totaled $2,257,096, resulting in an increase in net assets of $351,375. In 2006, expenses
totaled $1,992,483 while revenues from all sources totaled $2,347,523, resulting in an
increase in net assets of $335,040.

- In the Township’s business type activities, total revenues were $339,063, or 15% of total
revenue, while expenses totaled $224,339, or 12% oftotal expenses. This provided excess
revenue overexpenses of.$114,724. In 2006, total revenues werg $320,4306, or 14% oftotal ..
revenue, while expenses totaled $207,337, or 10% of total expenses. This provided excess
revenue over expenses of $113,099.

- The General Fund reported an increase in fund balance of $147,478 (or 11.4%) compared to
an increase of $36,339 (or 2.9%) in 2006. This was after revenues of $1,941,170 compared
10 $1,996,239 in 2006, and expenditures and other financing uses 0 $1,793,692 compared to
expenses of $1,959,900 in 2006.

In the 2007 fiscal year, the Township Board achieved some landable accomplishiments in the areas of
mtergovemmental cooperation and the municipal utility service, opening areas for the expansion and
development of municipal water and sewer service. While making significant inroads in these areas,
the Township was able to increase its net assets by slightly more than $350,000 at a time when a
majorty of local governments were remaining status quo or regressing. The General Fund, which
accounts for a majority of the Township services, was able to increase its fund balance by $147,000
or 11%, which bodes well for the future.

The calculated strategic moves of the Township Board ensures that the Township 1s positioning itself
to stabilize its revenue sources by maintaining sufficient reserves that interest revenues could be used
to offset some loss in property taxes or state shared revenues. While the mortgage crisis has not
seriously impacted the local economy, the Township’s new housing starts that are typically a source
of significant revenue growth, are projected to be down in comparison to previous years. Thus, the
increase liguidity in the General Fund balance is anticipated to soften that reduction in revenue.

Further evidence of the strategic planning by the Township Board is illustrated in the Enterprise
Funds of the Township, which establishes a $113,000 increase in revenues over expenses or a 10%



MANAGEMENT DISCUSSION AND ANALYSIS (continued):

increase. The increase is attributed to further reduction in bonded indebledness for the East
Kingsford water system and a rate increase for capital projects in the system. Both the Quinnesec
and East Kingsford systems are poised for future financial stability and the very strong likelihood of
capital expansion in one or both systems in the near future.

USING THIS REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets and
Statement of Activities (on pages 13 and 14) provide information about the activities of the
Township as a whole and present a longer term view of the Township’s finances. Fund financial
stalements siart on page 15. For governmental activitics, these statements tell how services were
financed in the short term as well as what remains for future spending. Fund financial statements
also report the Township’s operations in more detail than the government-wide financial statements
by providing information about the Township’s most significant funds. The remaining statement
provides financial information about activities for which the Township acts solely as a trustee or
agent for the bencfit of those outside of government.

Reporting the Township as a Whole
Statement of Net Assets and the Statement of Activities

Our analysis of the Township as a whole begins on page 6. One of the most important questions
asked about the Township’s finances; “Is the Township as a whole better off or in worse condition as
aresult of the year’s activities?”” The Statement of Net Assets and the Statement of Activities report
information about the Township as a whole and about its activities in a way that helps answer this
question. These statemeunts include all assets and liabilities using the accrual basis of accounting,
which s similar to the accounting, used by most private sector companies. All of the current year’s
revenues and expenses are taken into account regardless of when cash is received or paid. These two
statements report the Township’s net assets and changes in them. You can think of the Township’s
net assets- the difference between assets and iiabilities- as one way to measure the Township’s
financial health, or financial position. Qver time, increases or decreases in the Township’s net
assets are one indicator of whether its financial health is improving or deteriorating. Y ou will need
to consider other non-financial factors, however, such as changes in the Township’s property tax
base to assess the overall financial health of the Township.

In the Statement of Net Assets and the Statement of Activities, we divide the Township into two
catlegornies of activities:

- Govemmental activities - Most of the Township’s basic services are reported here including
legislative, public safety, highway and transportation, health and welfare, recreation and
cultural, cemetery, and general administration. Property taxes and state shared revenues
make up the majority of revenue for these actuivities.

- Business-type activities - The Township charges customers to provide water utility services.



MANAGEMENT DISCUSSION AND ANALYSIS (continued):
Reporting the Township’s Most Significant Funds
Fund Financial Statements

Our analysis of the Township’s Major Funds begins on page 9. The fund financial statements begin
on page 15 and provide detailed information on the most significant funds - not the Township as a
whole. Some funds are required to be established by State law, and by bond covenants. However,
the Township Board of Trustees establishes many other funds to help it control and manage money
for particular purposes or to show that it is meeting legal requirements for certain taxes, grants, and
other money. The Township’s two kinds of funds - governmental and proprietary - use different
accounting methods.

- Governmental funds - Most of the Township’s services are reported in governmental funds
which focus on how money flows into and out of those funds and the balances that are left at
year-end that are available for spending. These funds are reported using an accounting
method called modified accrual accounting, which measures cash and all other financial
assets that can be readily converted into cash. The governmental fund statements provide a’
detailed short-term view of the Township’s general government operations and the basic
services it provides, Governmental fund information helps you to determine whether there
are more or fewer financial resources that can be spent in the near future to finance the
Township’s programs. We describe the relationship (or differences) between governmental
activities (reported in the Statement of Net Assets and Statement of Activities) and
governmental funds in a reconciliation which follows the fund financial statements.

- Proprietary funds - When the Township charges customers for the services it provides -
whether to outside customers or to other units of the Township - these services are generally
reported in proprictary funds. Proprietary funds are reported in the same way that all
activities are reported in the Statement of Net Assets and the Statement of Activities. In fact,
the Township’s enterprise funds (a component of proprietary funds) are the same as the
business-type activities we report in the government-wide statements, but provide more
detail and additional information, such as cash flows, for proprietary funds. We use internal
service funds (the other component of proprietary funds) to report activities that provide
supplies and services for other Township programs and activities.

The Township as a Trustee

The Township is the trustee, or fiduciary, for tax receipts and other collections, which are collected
for other agencies and held for a penodic payment to those agencies. The Township’s fiduciary
activities are reported in a separate Statement of Fiduciary Net Assets on page 22. We exclude these
funds from the Township’s other financial statements because the Township cannot use these assets
to finance its operations. The Township 1s responsible for ensuring that the assets reporied in these
funds are used for their intended purpose.



MANAGEMENT DISCUSSION AND ANALYSIS (continued):
The Township as a Whole

The Township’s net combined assets increased by $351,375.

Table 1
Net Assets
Governmenta] Business-Type
Activities Activities
2007 2006 2007 2006

Assels:
Current and other assets 3 3,274,492 $ 3,152,633 $ 598,782 $ 526,616
Capital assets (net) 2,520,730 2,478,384 1,432,030 1,423,612
Total Assets 5,795,222 5,631,037 2,030,812 1,950,228
Liabilities:
Long-term debt outstanding 145,367 221,482 309,166 342,012
Other liabilities 1,241,529 1,237,880 2,005 3,299
Total Liabilities 1,386,896 1,459,362 311,171 345,311
Net Assets:
Invested in capital assets,

net of related debt 2,375,363 2,256,902 1,122,864 1,081,600
Nonexpendable:

Cemetery perpetual care 136,054 133,045 - -
Unrestricted 1,896,909 1,781,728 596,777 523,317
Total net assets $ 4408326 $ 4,171,675 § 1,719,641 § 1,604,917

Net assets of the Township’s governmental activities stood at $4,408,326. Unrestricted net assets,
the part of net assets that could be used to finance the day-to-day operations without constraints
established by debt covenants, enabling legislation, or other legal requirements stood at $1,896,909.

Net assets in our business-type activities stood at $1,719,641. Unrestricted net assets for our
busmess-type actlivities were $596,777.



MANAGEMENT DISCUSSION AND ANALYSIS (continued):

Table 2
Changes in Net Assets

Governmental Business-Type
Activities Activities
2007 2006 2007 2006
Revenues:
Program Revenues:
Charges for services 3 65,902 $ 125,392 $ 317,262 § 303,685
Operating grants 22,850 132,070 - -
Capital grants 2,885 30,185 - -
General Revenues:
Property taxes 1,317,245 1,262,521 - -
State revenue sharing 414,094 410,745 -
Unrestricled investment
CAFNINRS - - - 76,229 65,756 21,801 . .16,751
Other 18,828 418 - -
Total Revenues 1,918,033 2,027,087 339,063 320,436
Program Expenses:
Legislative 54,588 33,579 - -
General government 762,252 844,474 -
Public Safety 358,547 365,023 - -
Highway and transportation 05,679 67,802 -
Health and welfare 384,304 362,110 - -
Recreation and colture 51,533 55,895 - -
Cemetery (8,073) (6,021) - -
Other 4,678 27,152 - -
Inferest on long-term debt 7,474 11,132 - -
Water utility - - 224339 207,337
Total Expenses 1.681,382 1,781,146 224,339 207,337
Excess (deficiency) before transfers
and contributions 236,651 245,941 114,724 113,099
Transfers - {4,000) - -
Increase (decrease) in net assets 236,651 241,941 114,724 113,099
Net assets - beginning 4,171,675 1,929,734 1,604,917 1,491,818
Net assets - ending $ 4408326 $ 4,171,675 $ 1,719,641 S 1,604,917




MANAGEMENT DISCUSSION AND ANALYSIS (continued):
Governmental Activities

Revenues for the Township’s governmental activities totaled $1,918,033, while expenses were
$1,681,382. The excess of revenues over expenditures was $236,651. Table three below reflects the
cost of each of the Township’s five largest activities; General govemment, public safety, highway
and transportation, health and weifare, and Legislative, as well as each program’s net cost (total cost
less revenues generated by the activities). The net cost shows the financial burden that each function
placed on the taxpayers.

Table 3
Government Activities
Total Coslt Net Cost
of Services of Services
2007 2006 2007 2006
General government -8 762,252 $ 844 474 5 722,363 3 624,800
Health and welfare 384,304 362,110 358,468 342,305
Public safety 358,947 365,023 353,846 332,269
Highway and transportation 65,679 67.802 65,679 67,802
Legislative 54,588 53,579 54,588 53,579
Total § 1,625,770 $ 1,692,988 1,554,544 1,420,815

Business-Type Activities

The Township’s business-type activities net assets totaled $1,719,641, with an increase in the current
vear of $114,724.

THE TOWNSHIP’S FUNDS

The focus of the governmental funds of the Township is to provide information on near-term
inflows, outflows and balances in spendable resources. The fund information 1s useful to determine
short-term financing requirements and can be used to measure the Township’s net resources
available for spending at the end of the fiscal year.

For the current fiscal year the Township’s governmental funds reported total fund balance of
$1,904,570 in which $1,670,429 is unreserved. The General Fund’s fund balance is $1,441,663,
with $23,016 being designated (See Note - C).



MANAGEMENT DISCUSSION AND ANALYSIS‘(continued):

General Fund Budgetary Highlights

Over the course of the year, the budget was amended several times. These amendments were made
lo recognize changes o revenue or expenditures. The budgeted revenues net change from the
original budget to the final amended budget amounted to $72,877, representing an increase of 4%.
The final amended budgeted expenditures increased by $111,377 over the original budget,
representing an increase of 6.8%. The original budget projected no change in fund balance, while the
actual results showed an increase to fund balance of $147,478.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal year 2007, the Township had $3,952,760, net of accumulated depreciation,
Invested in a variety of capital assels including land and improvements, buildings and 1mprovements
equipment and furniture, vehicles, and infrastructure relating to the water systems.

Table 4
Capital Assets at Year-End
(Net of accumulated depreciation)

Governmental Business-Tvpe
Activities Activities
2007 2006 2007 2006
Land 3 304,990 s 376,950 3 - % -
Land improvements 173,726 125,324 - -
Building and improvements 1,393,135 1,428,456 - -
Equipment and furniture 179,476 219,282 - -
Vehicles 469,403 328,332 - -
Infrastructure - water systems - - 1,432,030 1,423,612

2,520,730 3 2,478,384 3 1,432,030 3 1,423,612

&5

Total




MANAGEMENT DISCUSSION AND ANALYSIS (continued):

DEBT

At year-end the Township had $454,533 in notes and bonds outstanding.

Table 5
QOutstanding Debt at Year-End
Governmental Business-Type
Activities Activities
2007 2006 2007 2006

Installment Purchase Agreement:

DPW Building § 145,367 $ 221482 § - $ -
Bonds Payable:

Refinancing of 1996 Water Bonds ‘ - - 309,166 342012

" Totals oo § 145,367 § 221482~ § - 309,166 - § - 342,012

The State of Michigan limits the amount of general obligation debt that local units of government
can issue to 10% of the current equalized valuation, including TIF valuations. The Township’s
outstanding general obligation debt is well below statutory limits.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The Township Board and Township management will consider many factors when setting the fiscal
year budget, tax rates and fees that will be charged for services.

At the start of the 2008 fiscal year, the Township and surrounding communities received potentially
devastating news that the NewPage Mill m Niagara recently purchased from Stora Enso would be
closing 1n 2008. While the operating budget for the 2008 fiscal years had been adopted, the
implications of the mill closure will be experienced in the upcoming fiscal years. This event coupled
with the decline in the housing market and soaring energy costs have added additional impediments
to a beieaguered local and state economy.

In concert with prior year policies, the Township Board recently sought competitive bids for
residential refuse collection services. There was one bid that was received from the current vendor
GAD which was approximately $48,000 a year more than in 2007. As part of the Township’s due
diligence, the Board investigated alternatives to residential refuse collection services such as a bag or
tag system, container system, and curbside recycling, all in means to reduce tipping fees through
volume reduction. Each of these alternatives had additional associated costs for implementation and
administration that did not justify the added overhead along with the increased collection cost.

10



MANAGEMENT DISCUSSION AND ANALYSIS (continued):

After a thorough deliberation and evaluation of the feasible alternatives for increased collection
services the Township Board voted to implement a residential refuse collection fee which will
essentially be one-half of 2008 operating budget for refuse collection or $170,000 to $190,000.
Starting in July of 2008 residential refuse customers will have $10.58 per month fee assessed on the
2008 summer taxes as a user fee for residential collection services. In 2009 and beyond the Board
intends to maintain the General Fund contribution of $150,000 to subsidize the monthly expense for
refuse collection. Based on current projections for fuel surcharges and related factors, the per
household fee will most likely increase proportionately.

Given the tenuous situation with the State and local economy, the Township Board believes that the
most equitable method to address the increase in residential refuse collection 1s to segregate the cost
to the users of the service. In prior years, the General Fund assumed the full cost of refuse collection
residential refuse service. While this method provided adequate cash flow to fund the services, it
created inequities in that commercial and industrial property owners were paying for service they did
not receive but also had to fund their refuse collection services independently. With the
implementation of the residential user collection fee, commercial and industrial users will no longer
be shouldering the burden of residéntial refuse collection through a Township millage supported
program. Inmaking this move, the Township hopes to assist local business to maintain current costs
in light of rising energy and other operating costs.

CONTACTING THE TOWNSHIP’S FINANCIAL MANAGEMENT

This financial report 1s designed to provide our citizens, taxpayers and customers, as well as
investors and creditors with a general overview of the Township’s finances and to show the
Township’s accountability for the revenues it receives. If you have questions about this report or
need additional information, contact the Township Superintendent at the Breitung Township Hall,
3851 Menominee Street, Quinnesec, Michigan 49876, phone number (906) 779-2055 and e-mail
address plranzoi(@breitungtwp.ore.

11



CHARTER TOWNSHIP OF BREITUNG
STATEMENT OF NET ASSETS

December 31, 2007
Primary Government
Governmental Business-Type
Activities Activities Total
ASSETS
Current assets:
Cash and cash equivalents
Restricted $ 159,070 $ 266,673 § 425,743
Unrestricted 1,819,890 284,752 2,104,642
Receiviables ;
Utilities - 47,357 47,357
Taxes 1,155,329 - 1,155,329
Prepaid expenses 470 - 470
Due from other governmental units 139,733 - 139,733
Total current assets 3,274,492 598,782 3,873,274
Noncurrent assets:
Capital assets 3,945,443 2,139,750 6,085,193
Accumulaied depreciation 7 (1,424,713) (707,720} (2132433
Total noncutrent assets 2,520,730 1,432,030 3,952,760
Total assets § 57957222 § 2,030,812 § 7,826,034
LIABILITIES
Current liabilities:
Accounts payable $ 50,197 S 2,005 8 §2,202
Accrued interest 2,798 - 2,798
Deferred revenue 1,155,329 - 1,155,329
Other liabilities 5408 - 5,408
Compensated absences 6,949 - 6,949
Bonds payable 79,321 29,109 108,430
Towl current liabilities 1,300,002 31,114 1,331,116
Noncurrent liabilities:
Compensated absences 20,848 - 20,848
Bonds payable 66,046 280,057 346,103
Total noncurrent liabilities 86,894 280,057 366,951
Total labilities 1,386,896 311,171 1.698,067
NET ASSETS
Invested in capital assets, net of related debt 2,375,363 1,122,864 3,498,227
Restricted:
Nonexpendable:
Cemetery perpetual care 136,054 - 136,054
Unrestricted 1,896,909 596,777 2,493,686
Total net assetls 4.408.326 1,719,641 6,127,967
TOTAL LIABILITIES AND NET ASSETS § 5.795222 $ 2,030,812 $ 7,826,034

See accompanying notes to the financial statements

13
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CHARTER TOWNSHIP OF BREITUNG
BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2007

Nonmajor Total
General Govemmental Governmental
Fund Funds Funds
ASSETS
Cash and equivalents:

Restricted 3 23.016 ) 136,054 S 159,070

Unrestricted 1,331,992 327,213 1,659,205
Receivables:

Taxes 1,155,329 - 1,155,329
Due from other governmental units 139,733 - 139,733
Prepaid expense 470 - 470

Total assets £ 2,650,540 $ 463,267 3,113,807
LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable § 48,140  § 360 b 48,500

Deferred revenune 1,135,329 - 1,155,329

Other liabilities 5,408 - 5,408

Total liabilities 1,208,877 360 1,209,237
Fund balances:

Reserved for:

Prepaid items 470 - 470
Cemetery perpetual care - 136,054 136,054

Unreserved:

Designated 23,016 - 23,016
Undesignated 1,418,177 - 1,418,177

Unreserved, reported in non-major:

Special revenue funds - 326,853 326,853
Total fund balances 1,441,663 462,907 1,904,570
Total liabilittes and fund balances S 2,650,540 S 463,267 $ 3,113,807

See accompanying notes to the financial statements
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CHARTER TOWNSHIP OF BRETTUNG

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
December 31, 2007

Total fund balances for governmental funds

Total net assets reported for governmental activities in the statement of net assets
is different because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds.

Capital assets $2,514,078

Accumulated depreciation (527,808)

Total capital assets, net of depreciation

- An-internal service fund is-used by the. Township to charge the costof = .
equipment usage to individual departments of the Township which are not
accounted for as an enterprise activity. The assets and liabilities of the
internal service fund are incladed in governmental activities in the statement
of net assets.

Long-term liabilities applicable to the Township's governmental activities are
not due and payable in the current period and accordingly are not reported as
fund liabilities. Interest on long-term debt is not accrued in governmental
funds, but rather is recognized as an expenditure when due. All liabilities,
both current and long-term, are reported in the statement of net assets.

Accrued interest on long-term debt {2,798)
Bonds payable (145,367)
Compensated absences (27,797

§ 1,904,570

1,986,270

693,448

(175,962)

Total net assets of governmental activities

See accompanying notes to the financial statements

16

$ 4,408,326



CHARTER TOWNSHIP OF BREITUNG
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

For the Year Ended December 31, 2007

REVENUES:

Federal sources
State sources

Taxes

Charges for services
License and permits
Intersst and rents
Other

Total revenues
EXPENDITURES:
Legislative
General government
Public safety
Highway and transportation
Heaith and welfare
Recreation and cultural
Capital outlay
Diebt service:
Principal
Inierest and other charges
Total expenditures
Excess revenues (expenditures)

OTHER FINANCING SOURCES (USES):

Transfers in
Transfers out

Total other financing sources (uses)
Net changes in fund balances
Fund balances - beginning

Fund balances - ending

Nonmajor Toftal
General Governmental Governmental
Tund Funds Fands
A 2,885 $ - h 2,885
414,094 1,994 416,088
1,317,245 - 1,317,245
21,473 23,963 45,436
13 - 13
76,229 20,856 97085
109,231 2,050 111.281
3 1,941,170 b 48,263 g 1,990,033
B 54,588 7 °§ - R T 01 -

808,465 . 808,465
320,269 2,000 322,269
65,679 - 65,679
302,369 48,094 350,463
64,896 - 64,896
4,678 - 4,678
- 76,115 76,115
- 3,739 8,739
1,620,944 134,948 1,755,892
320,226 (86,085) 234,141
- 178,720 178,720
(172,748) (5.972) (178,720

(172.748) 172,748 .
147,478 86,063 234,141
1,294,185 376,244 1,670,429
by 1,441,663 g 462,907 5 1,904,570

See accompanying noies to the financial statemenis
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CHARTER TOWNSHIP OF BREITUNG

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2007

Net changes in fund balances - total governmental funds

The change in net assets reported for governmental activities in the statement
of activities is different because:

Govemmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is capitalized and the cost of
those assets is allocated over their estimated useful lives and reported as
depreciation expense. This is the amount by which capital outlays i the amount
of §70,045 exceeded disposals {$72,000) and depreciation expense ($84,711).

~An internal service fund is Uised by the Township to charge the cost of equiprient™

usage to individual departments of the Township which are not accounted for
as an enterprise activity. The net revenue (expense) of the intemmal service fund
is reported with governmental activities.

Repayment of principal is an expenditure in the governmental funds but reduces
the liability in the Statement of Net Assets,

Bond principal repayments

Under the modified accrual basis of accounting used in governmental finds,
expenditures are not recognized for transactions that are not normally paid with
expendable available financial resources. In the statement of activities, however,
which is presented on the accrual basis, expenses and liabilities are reported
regardless of when financial resources are available. In addition, interest on
long-term debt is not recognized under the modified accrual basis of accounting
until due, rather than as it accrues. This adjustment combines the following

net changes:

Compensated absences
Accrued interest on bonds

Changes in net assets of governmental actrvities

See accompanying notes to the financial statements

18

1,133
1,265

§ 234,141
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Current assets:

ASSETS

Cash and cash equivalents:
Restricted
Unrestricted

Utilities receivable

Total current assets

Noncurrent assets:
Capital assets, net of accumulated

depreciation

Total noncurrent assets

Current liabzlities:

Total assets

LIABILITIES

Accounts payable
Bonds payable

Total current liabilities

Noncurrent liabjlities:
Bonds payable

Total noncurrent liabilities

Invested in capital assets, net of related debt

Unrestricted

TOTAL LIABILITIES AND NET ASSETS

Total liabilities

NET ASSETS

Total net assets

CHARTER TOWNSHIP OF BREITUNG

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
December 31, 2007

Total [nternal
East Kingsford Quinnesec Enterprise Service
Water Water Funds Tund

3 99,387 § 167,086 % 266,673 % -
29,844 254,903 284,752 160,685

22,877 24,480 47,357 -
152,308 446,474 598,782 160,685
871,493 560,537 1,432,030 534,460

871,493 560,537 7T 1432030 534,460

$ 1,023,301 § 1,007,011 $ 2030812 § 693,145
h) 1,717 § 288 % 2,005 § 1.697

29,109 - 29,109 -
30,826 288 31,114 1,697

280,057 - 280,057 -

280,057 - 280,087 -
310,883 288 311,171 1,697
562,327 560,537 1,122,864 534,460
150,551 446,186 596,777 158,988
712,918 1,006,723 1,719,641 693,448
$  L023,801 § 1,067,011 § 2030812 § 695,145
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CHARTER TOWNSHIP OF BREITUNG
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
PROPRIETARY FUNDS
For the Year Ended December 31, 2007

Total Intcrpal
East Kingsford Quinnesec Enterprise Service
Water Water Funds Fund
OPERATING REVENUES:
Charges for services $ 156,222 8 123,616 § 279838 % -
Rental 17,800 15,200 37,100 125,200
Other 324 - 324 -
Total operating revenue 3 174,446  § 142,816  § 317,262 % 125,200
OPERATING EXPENSES:
Salaries and fringes $ 37,860 % 38,915 % 76,775 % 19,679
Purchased supplies 5,618 6,582 12,200 16,653
Contracted services 4,393 1,304 5,697 3,794
Repairs and maintenance - 252 252 4,715
Printing and publishing 860 790 1,650 265
Purchased water 53.331 - 53,331 R
Public utilities - 7,535 7,538 -
Rentals 8,793 8,793 17,586 793
Memberships and dues 1,459 1,459 2,918 -
Communications 196 196 392
Conferences and workshops 165 165 330 -
Capifal outlay 1,980 1,130 3,110 3,262
Depreciation 15,963 15,760 21,723 79,467
Transportation 93 93 186 -
Other 500 - 560 623
Total operating expenses 131.211 82,974 214,185 129,251
Operating income (loss) 43,235 59,842 103,077 (4,051)
NONOPERATING REVENUES (EXPENSES):
Interest income 5,698 16,103 21,801 14,714
Interest and other charges (10,154) - (10,154 -
Total nonoperating revenue (expense) (4,436) 16,103 11,647 14,714
Changes in net assets 38,779 75,945 114,724 10,663
Total net assets - beginning 674,139 930,778 1,604,917 682,785
Total net assets - ending $ 712,918 8§ 1,006,723 §  1,719,64r % 653,448

See accompanying notes to the financial statements
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CHARTER TOWNSHIP OF BREITUNG

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended December 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash receipts from custorners

Cash receipls from interfund services provided
Payments to suppliers

Payments for wages and related benefits

Otler receipts (paymments)

Net cash pravided (used) by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:

Sale (purchase) of fixed assets
Principal paid on debt instruments

-Interestpaid on.debt insbuments . ..

Net cash provided (used) by capital and
related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest enings

Net increase (decrease) in cash and equivalents
Cash and equivalents, beginning of vear
Cash and equivalents, end of year

Reconciliation of operating income (loss) fo net
cash provided by operating activities:

Operating income (logs)

Adjustnients w reconcile operating mcome {loss)
fo net cash provided by operating activities:
Depreciation expense

Changes in assets and liabilities:

(Increase) decrease in receivables
fncrease (decrease) in accounts payable

Net cash provided by operating activities

Fast Tolal Internal
Kingsford Quinnesee BEnterprise Service
Water ‘Water Funds flund

3 159,957 § 126,241 & 286,198 § -
17,900 19,200 37,100 125,200
(78,739) (28,242) (106,981) (30,018)
(37,860) (38,915) (76,775) (19.679)
324 - 324 -
61,582 78,284 139,866 75.5032
(26,396) (13,744) (40,140) (208.479)
(32,840) - {32,8406) -
. (10,154)... . - (10,154) «
(69,296) {13,744) (83,140) (208,479)
5,698 16,103 21,801 14,714
2,116) 80,643 78,527 (118,262)
131,547 341,351 472 898 278,947
§ 128431 § 421,994 § 551425 % 160,685
§ 43235 % 59842 § 103,077 § (4,431)
15,963 15,760 31,723 79,467
733 2,625 6,360 .
(1,351) 57 {1,294) 87
$ 61,582_ 3 78,284 % 139,866 § 75,503

See accompanying notes o the financial staternents
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CHARTER TGWNSHIP OF BREITUNG
STATEMENT OF FIDUCIARY NET ASSETS
AGENCY FUNDS
December 31, 2007

Tax Collection

Fund
ASSETS
Cash and cash equivalents 3 187,587
LIABILITIES
Due to other units governmental umits 3 187,587

See accompanying notes to the financial statements
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CHARTER TOWNSHIP OF BREITUNG

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) REPORTING ENTITY

The Charter Township of Breitung was organized in 1877 and voted to become a Charter
Township in 1978. The Township operates under an elected seven-member Board, which
includes a supervisor, clerk, treasurer, and four trustees.

For financial reporting purposes, in conformance with GASB Statement 14, as amended
by GASB 39, the Township’s basic financial statements include the accounts of all
Township operations for which the Township exercises oversight responsibility, The
Township provides services in the following functional areas: liquor law enforcement,
fire protection, sanitation, public works, water.utility needs, and township enrichment.

Based on the foregoing criteria, the following organizations are not included in the” =~

financial report of the Charter Township of Breitung:

Central Landfill Authority — The Authority operates autonomously under
Intergovernmental service agreements.

Breitung Township Schools — The District operates autonomously as a separate
governmental entity.

The accounting policies of the Charter Township of Breitung conform to generaily
accepted accounting principles as applicable to governments. The following is a
summary of the more significant policies:

(2) BASIS OF PRESENTATION
Government-Wide Financial Statements:

The Statement of Net Assets and Statement of Activities display information about the
Township as a whole. They include all funds of the Township except for fiduciary funds.
The statements distinguish between govemmental and business-type activities.
Governmental activities generally are financed through taxes, intergovernmental
revenues, and other nonexchange revenues. Business-type activities are financed in
whole or in part by fees charged to external parties for goods or services.

The Statement of Activities demonstrates the degree to which the direct expenses of a
given function or segment 1s offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function. Program revenues include charges to
customers or applicants who purchase, use or directly benefit from goods or services



CHARTER TOWNSHIP OF BREITUNG
NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (countinued)

provided by a given function and grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function. Taxes and other items not

properly included among program revenues are reported as general revenues.

Fund Financial Statements:

The accounts of the Township are organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted for
with a separate set of self-balancing accounts that comprise its assets, liabilities, fund
equity, revenues, and expenditures or expenses, as appropriate. Government resources
are allocated to and accounted for in.individual funds based upon the purposes for which
_they are to be spent and the means by which spending activities are controlled. Funds are
organized into three major categories: governmental, proprictary and fiduciary. An
emphasis is placed on major funds within the governmental and proprietary categories.
The General Fund is always considered a major fund and the remaining funds of the

Township are considered major i{ it meets the following criteria:

a. Total assets, liabilities, revenues or expenditures/expenses of that individual
governmental or enterprise fund are at least 10 percent of the corresponding

total for all funds of that category or type; and

b. Total assets, liabilities, revenues or expenditures/expenses of the individual
governmenta] fund or enterprise fund are at least 5 percent of the

corresponding total for all governmental and enterprise funds combined.

The Township reports the following as major governmental funds in accordance with the

above criteria:

The General Fund as described below.

The Township reports the following as major enterprise funds in accordance with the

above critera:

East Kingsford Water Fund, which is used to account for water utility services

provided to East Kingsford.

Quinnesec Water Fund, which accounts for water utility services provided to

Quinnesec.

24



CHARTER TOWNSHIP OF BREITUNG

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The funds of the Township are described below:
Governmental Funds

General Fund — The General Fund is the general operating fund of the Township. It 1s
used to account for all financial resources except those required to be accounted for in
another fund.

Special Revenue Funds —- Special Revenue Funds are used to account for the proceeds of
specific revenue sources (other than special assessments expendable trusts, or major
capital projects) that are legally restricied to expenditures for specified purposes.

Permanent Fund — The Cemetery Perpetual Care Fund is the Township’s only permanent

fund. The principal portion of this fund must stay intact, but the interest carnings are
used to provide care for the cemetery.

Proprietary Funds

Enterprise Funds — Enterprise Funds are used to account for operations (a) that are
financed and operated in a manner similar to private business enterprises where the ntent
of the governing body is that the cost (expenses, including depreciation) of providing
goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges; or (b) where the govermning body has decided that
periodic determination of revenues earned, expenses incurred, and/or net income is
appropriated for capital maintenance, public policy, management control, accountability,
or other purposes. The Township applies all GASB pronouncements as well as the
Financial Accounting Standards Board pronouncements issued on or before November
30, 1989, unless those pronouncements conflict or contradict GASB pronouncements.

Internal Service Fund — The Internal Service Fund is used to account for the financing of
goods or services provided by one department or agency to other departments or agencies
of the Township, or to other governments, on a cost-reimbursement basis. In the
government-wide financial statements, the Motor Pool Fund is the Township’s only
internal service fund and is included with the governmental activities and accounts for
equipment usage activity used by various Township departments.
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CHARTER TOWNSHIP OF BREITUNG

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fiduciary Funds

Agency Fund - The Tax Collection Fund is the Township’s only agency fund and is used
to account for assets held by the Township in a trustee capacity or as an agent for
individuals or other governments. Agency Funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations.

(3) MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focus is a term used to describe “which” transactions are recorded within
the various financial statements. Basis of accounting refers to “when” transactions .are
. recorded regardless of the measurement focus applied.

Measurement Focus

On the government-wide Statement of Net Assets and the Statement of Activities, both
governmental and business-type activities are presented using the economic resource
measurement focus as defined in item b. below.

In the fund financial statements, the “current financial resources” measurement {ocus or
the “economic resources” measurement focus is used as appropriate:

a. All governmental funds utilize a “current financial resources” measurement
focus. Only current financial assets and liabilities are generally included on
their balance sheets. Their operating statements present sources and uses of
available spendable financial resources during a given period. These funds
use fund balance as their measure of available spendable resources at the end
of the period.

b. The proprietary funds utilize an “economic resources’” measurement focus,
The accounting objectives of this measurement focus are the determination
of operating income, changes in net assets, financial position and cash flows.
All assets and liabilities, whether current or noncurrent, associated with their
activities are reported. Proprietary fund equity is classified as net assets.

c. Agency funds are not involved in the measurement of results of operations;
therefore, measurement focus is not applicable to them.
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CHARTER TOWNSHIP OF BREITUNG

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of Accounting

In the government-wide Statement of Net Assets and Statement of Activities, both
governmental and business-type activities are presented using the accrual basis of
accounting. Also, the proprietary fund financial statements are presented using the
accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recorded when the liability 1s incurred or
economic asset used. Revenues, expenses, gains, losses, assets and liabilities resulting
from exchange and exchange-like transactions are recognized when the exchange takes

place.

In the fund financial statements, governmental funds are presented on the modified
accrual basis of accounting. Under the modified basis” of accounting, revenues are
recognized when “measurable and available.” Measurable means knowing or being able
to reasonably estimate the amount. Available means collectible within the current period
or within sixty days after year end. Expenditures, including capital outlay, are recorded
when the related liability is incurred, except for principal and interest on general long-

term debt and accrued compensated absenees, which are reported when due.

(4) ASSETS, LIABILITIES AND NET ASSETS/FUND BALANCE

a. Cash and Equivalents — The Township’s cash and cash equivalents as reported
in the Statement of Cash Flows and the Statement of Net Assets are
considered to be cash on hand, demand deposits and short-term investments

with maturities of three months or less.

b. Receivables — All receivables are reported at their gross value and, where
appropriate, are reduced by the estimated portion that is expected to be
uncollectable. The Township has not recorded an allowance for uncollectible

as the Township does not anticipate any material uncollectable accounts.

c. Capital Assets — The accounting and reporting treatment applied to property
plant and equipment depends on whether the assets are used in governmental
fund operations or proprietary fund operations and whether they are reported
in the government-wide or fund financial statements. Capital assets are
defined by the Township as assets with an initial individual cost of more than

$5,000 and an estimated useful life of more than one year.



CHARTER TOWNSHIP OF BREITUNG

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Government-wide Stafements

In the govermment-wide financial statements, fixed assets are accounted for as
capital assets. All capital assets are valued at historical cost or estimated
historical cost if actual is unavailable, except for donated capital assets which
are recorded at their estumated fair value at the date of donation.

Depreciation of all exhaustible capital assets is recorded as an allocated
expense in the Statement of Activities, with accumulated depreciation
reflected in the Statement of Net Assets. Depreciation is provided over the
assets’ estimated useful lives using the straight-line method of depreciation.

* The range of estimated useful lives by type of asset is as follows:

Land improvements 10 — 15 years
Buildings and improvements 40 - 50 years
Equipment and furniture 5—15 years
Vehicles 5- 15 years
Infrastructure 10~ 75 years

Fund Financial Statementis

In the fund financial statements, capital assets used in governmental fund
operations are accounted for as capital outlay expenditures of the
governmenta) fund upon acquisition. Capital assets used in proprietary fund
operations are accounted for the same as in the government-wide financial
statements.

d. Restricted Assets — Restricted assets include cash and equivalents, which have
been reserved for the principal portion of the Cemetery Perpetual Care Fund
non-expendable cash.

e. Long-Term Debt — The accounting treatment of long-term debt depends on
whether the assets are used in govemmental fund operations or proprietary
fund operations and whether they are reported in the government-wide or fund
financial statements.

All long-term debt to be repaid from governmental and business-lype
resources 1s reported as liabilities in the government-wide statements. The
long-term debt consists of bonds payable.
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CHARTER TOWNSHIP OF BREITUNG

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Long-term debt for governmental funds is not reported as liabilities in the
fund financial statements. The debt proceeds are reported as other financing
sources and payment of principal and interest reported as expenditures. The
accounting for proprietary funds is the same in the fund statements as it is in
the govermment-wide statements.

f, Compensated Absences — The Township’s policies regarding vacation and
sick time permits employees to accumulate earned but unused vacation and
sick time. The liability for these compensated absences 1s recorded as long-
term debt in the government-wide statements. In the fund financial
statements, governmental funds report only the compensated absence liability
payable from expendable available financial resources, while proprietary

funds report the liability as it is mcurred.

g. Deferred Revenues ~ In the government-wide statements and proprietary fund
financial statements deferred revenue is recognized when cash, receivables or
other assets are received prior to their being earned. In the governmental fund
statements deferred revenue is recognized when revenue is unearned or
unavailable. The Township has reported deferred revenue of $1,155,329 in
the General Fund for property taxes levied in December 2007 for use in 2008.
These amounts have been deemed measurable, but not currently available.

h. Equity Classification

Government-Wide Statements
Equity 1s classified as net assets and displayed in three components:

1. Invested in capital assets, net of related debt — Consists of capital
assets 1ncluding restricted capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any bonds,
notes or other borrowings that are attributable to the acquisition,
construction or improvement of those assets.

2. Restricted net assets — Consists of net assets with constraints placed
on the use either by (1) external groups such as creditors, grantors,
confributors or laws or regulations of other govemments; or (2) law
through constitutional provisions of enabling legislation.
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CHARTER TOWNSHIP OF BREITUNG

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.  Unrestricted net assets — All other net assets that do not meet the
definition of “restricted” or “invested in capital assets, net of related

debt.”

Fund Statements

Governmental fund equity is classified as fund balance. Fund balance is
further classified as reserved and unreserved, with unreserved further split
between designated and undesignated, if appropriate. Proprietary fund equity

1s classified the same as in the government-wide statements.
(5) REVENUES AND EXPENDITURES/EXPENSES
Revenues

Governmeni-Wide Statements

In the government-wide Statement of Activities, revenues are segregated by activity
(govermnmental or business-type), and are classified as either a programn revenue or a
general revenue. Program revenues include charges to customers or applicants for goods
or services, operating grants and contributions and capital grants and contributions.
General revenues, includes all revenues which do not meet the criteria of program
revenues and include revenues such as property taxes, State revenue sharing payments

and interest earnings.

Fund Statements

In the governmental fund statements revenues are reported by source, such as federal
sources, state sources and taxes. Revenues consist of general purpese revenues and
restricted revenues. General purpose revenues are available to fund any activity reported
in that fund, while restricted revenues are available for a specific purpose or activity and
the restrictions are typically required by law or a grantor agency. When both general
purpose and restricted revenues are available for use, it is the Township’s policy to use

restricted resources first.
Expenses/Expenditures

Government-Wide Statements

In the government-wide Statement of Activities, expenses are segregated by activity

(governmental or business-type), and are classified by function.
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NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued})

Fund Statements

In the governmental fund financial statements expenditures are classified by character;

current, debt service and capital outlay.

In the proprietary fund financial statements expenses are classified by operating and
nonoperating and are subclassified by function such as salaries, supplies and contracted

services.

Operating Revenues and Expenses

Operating revenues and expenses for proprietary funds are those that result from

providing services and producing and delivering goods and/or services. It also includes
all revenue and expenses not related to capital and related financing, noncapital financing

or investing activities.

Other Financing Sources (Uses)

The transfers of cash between the various Township funds are budgeted but reported
separately from revenues and expenditures as operating transfers m or (out), unless they
represent lemporary advances that are lo be repaid, in which case, they are carried as

assets and liabilities of the advancing or borrowing funds.
(6) OTHER SIGNIFICANT ACCOUNTING POLICIES

Interfund Activity

As a general rule, the effect of interfund activity has been eliminated from the
government-wide statements. Exceptions to this rule are: 1) activities between funds
reported as governmental activities and funds reported as business-type activities, and 2)
activities between funds that are reported in different functional categories in either the
governmental or business-type activities column. Elimination of these activities would

distort the direct cost and program revenues for the functions concerned.

In the fund financial statements, transfers represent flows of assets without equivalent

flows of assets in return or a requirement for repayment.

Interfund receivables and payables have been eliminated from the Statement of Net
Assets, except for the residual amounts due between governmental and business-type

activities.
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December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Budgets and Budgetary Accounting

The Township follows these procedures in establishing the budgetary data reflected mn the
financial statements:

a. Prior to September 1, the Township Superintendent submits to the Township Board a
proposed operating budget for the fiscal year commencing the following January 1.
The operating budget includes proposed expenditures and the means of financing
them.

b. Prior to January 1, the budget is legally enacted through passage of an ordinance.

¢. The ”Towﬁship Superinteﬁdeht is authorized to transfer Bﬁdgeted amounts between
departments within any fund; however, any revisions that alter the total expenditures
of any fund must be approved by the Township Board.

d. Budgets are adopted on a basis consistent with generally accepted accounting
principles. Budgeted amounts are as originally adopted, or as amended by lhe
Township Board in December. Individual amendments were not material in relation
to the original appropriations which were amended.

e. Encumbrance accounting, under which purchase orders, contracts and other
commitments for the expenditure of monies are recorded in order to reserve that
portion of the applicable appropriation, is not employed by the Township because it is
at present considered not necessary to assure effective budgetary control or o
facilitate effective cash planning and control. Any unexpendable appropriations lapse
at the end of the fiscal year.

Property Taxes

Propeity laxes are accrued in the year in which they are levied. The tax levy is recorded
as deferred revenue until the subsequent year when it becomes available for use.

Properties are assessed as of December 31 and the related property taxes become a lien

on December 1 of the following year. These taxes are due on February 14 with the final
collection date of February 28 before they are added to the county delinquent tax rolls.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those estimates.

NOTE B - CASH AND EQUIVALENTS

The composition of cash and equivalents as reported m the government-wide Statement
of Net Assets is presented below:

Carrying Bank
Amount Balance
Cash and equivalents:
Deposits:
Insured (FDIC) b 484,919 $ 484,919
Uninsured 2,233,053 2,290,172
Total cash $ 2717972 S 2,781,091
Government-wide Statement of
Net Assets Presentation:
Restricted $ 425,743
Unrestricted 2,104,642
Statement of Fiduciary Net Assets:
Cash and equivalents:
Unrestnicted 187,587
Total cash and equivalents 5 2,717,972

Cash and cash equivalents consist solely of checking and saving account deposits and
certificate of deposits.

Michigan statutes authorize the Township to invest in bonds, other direct obligations and
repurchase agreements of the United States, certificates of deposit, savings accounts,
deposit accounts or receipts of a bank which is 2 member of the FDIC, commercial paper,
bankers’ acceptances of United States banks, obligations of the State of Michigan and its
political subdivisions, external investment pools, and certain mutual funds.

Attorney General’s Opinion No. 6168 states that public funds may not be deposited in
financial institutions located in states other than Michigan.
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NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE B - CASH AND EQUIVALENTS (continued)

Interest Rate Risk. The Township carries no significant interest vate risk as all of its
holdings are in bank accounts with a high degree of liquidity.

Credit Risk. State law limits investments in commercial paper to the top two ratings
issued by nationally recognized statistical rating organizations with a maximum maturity
of 270 days. The investments in cash and equivalents held by the Township at year end
are not rated.

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a
bank failure the Township’s deposits may not be returned. At December 31, 2007, the
Township held $2,781,091 in deposits with financial institutions, in which $2,296,172
_was uninsured and uncollateralized. Although such deposits exceed federally insured

limits, they are in the opinion of management, SUbJCCl to minimal risk.

Concentration of Credit Risk. The Township has no significant concentration of credit
risk due to the fact that its deposits are with area banks.

Foreign Currency Risk. The Township has no foreign currency risk as it has no deposits
or investments in foreign currency.

All deposits for the Township are in accordance with statutory authority.

NOTE C - RESTRICTED CASH
A summary of the Township’s restricted cash at December 31, 2007 1s as follows:

GOVERNMENTAL FUNDS:
General Fund:
For building and grounds maintenance h 23,016

ENTERPRISE FUNDS:

East Kingsford Water:
For water system improvements 99,587

Quinnesec Water :

For water system improvements 167,086
PERMANENT TRUST FUND:
Cemietery Perpetual Care:
For perpetual care of cemetery 136,054
Total $ 425743
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NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE D - PROPERTY TAXES
Information regarding current year property taxes as follows:

Taxable valuation:

Regular § 314,593,396

Industrial facilities 9,568,800
Millage rate;

Regular 420

Indusinal faeilities 2.10
Total property taxes:

Regular 3 1,321,276

Industrial facilities 20,004

- NOTE E - CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2007, was as follows:

Balance at Balance at
1/1/2007 Additions Disposals 12/31/2007
Govenunenial activities:
Capital assets not being depreciated:
Land § 376990 & - § 72,000 § 304,990
Capital assets being depreciated:
Land improvements 134,902 61,569 - 196,471
Buildings and improvements 1,816,635 8,476 - 1,825,111
Equipment and furniture 355,696 4,414 - 360,110
Vehicles 1,111,875 204,065 57,179 1,258,761
Total depreciable capital assets 3,419,108 278,524 57,179 3,640,453
Total capital assets 3,796,098 278,524 129,179 3,945,443
Less accumulated depreciation:
Land improvements 9,578 13,167 - 22,745
Buildings and improvements 388.179 43,797 - 431,976
Equipment and furniture 136,414 44,220 - 180,634
Vehicles 783,543 62,994 57,179 789,358
Total depreciable capital assets 1,317,714 164,178 57,179 1,424,713
Total depreciable capital assets 2,101,394 114,346 - 2,215,740
Governmental activities capital assets, net $ 2478384 § 114346 $ 72000 & 2520,730




CHARTER TOWNSHIP OF BREITUNG

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE E - CAPITAL ASSETS (continued)

Balance at Balance at
1/1/2007 Additions Disposals 12/31/2007
Business-type activities:
Capital assets being depreciated:
Equipment $ 1,505 % - £ - $ 1,505
Vehicles 5,450 - - 5,450
Infrastructure - water systems 2,092,655 40,140 - 2,132,795
Total capital assets 2,099,610 40,140 - 2,139,750
Less accumulated depreciation
Equipment 1,505 - - 1,505
Vehicles ‘ - 5,450 - - 5,450
Infrastructure - water systems 669,042 31,723 - 700,765
T rrTetal accumualated depreciation” - 675,997 ~31,723 - 07728
Business-lype activities capital assets, net S 1,423,613 § 8417 § - $ 1,432,030

Depreciation expense was charged to governmental activities as follows:

Governmental activities.

General government 3 21,853
Public safety 94,964
Parks and recreation 6,092
Health and welfare 41,269
Total governmental activities
depreciation expense 3 164,178

Business-type activities;

Water b 31,723
Total business-type activilies
depreciation expense S 31,723

NOTE F - EMPLOYEE’S RETIREMENT PLAN

The Township administers a defined contribution plan with the John Hancock Life
Insurance Company in accordance with the provisions of the John Hancock Defined
Contribution Pension Plan for Government Employees.

Plan Description -- Normal retirement age under the plan is age 63, or, if later, completion
of 10 years of participation 1n the Plan. Early retirement is permitted at any time afier
attainment of age 55. Eligible employees in the Plan are all full-time employees working
40 hours per week, and must be at least the age of 18. Employer contributions are based
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NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE F - EMPLOYEE’S RETIREMENT PLAN (continued)

on the number of years an employee 1s employed with the Township. 1-4 years of
service requires an annual employer contribution of $1,200, with an increase of $300 for
each additional 5 years of service, with a maximum of $2,700 for 20 years and over of
employment. Parficipants may make voluntary after-tax contributions, through payroll
withholding, in amounts ranging from 1% to 10% of compensation. Benefits attributable
to Employer contributions shall be 100% vested upon a Participant’s death, disability,
normal retirement or early retirement, or upon termination of the Plan. On {ermination of
a Participant’s service, other than because of death, disability, or normal retirement, such
benefits shall vest 100% immediately. The investment of Plan assets 1s the responsibility
of the participants.

__Township contribution for the year ended 12/31/07 3 16,875
Employee contributions o ’ T 0
Active members 8
Total annual payroll for active members g 263,802
Employer contribution as a percentage of payroll 5.74%
Plan assets at the most recent valuation date (12/37/07) 3 256,167

NOTE G - LONG-TERM DEBT

The following is a summary of changes in long-term debt for the year ended December

31, 2007:
Balance @ Balance @
Type of Debt 1/1/2007 Additions Deductions 12/31/2007
Government Activities:
Installment Purchase Agreement
DPW Building $ 221,482 § - $ 76,115 $ 145,367
Compensated Absences 28,930 - 1,133 27,797
Total governmental long-ierm debt $ 250,412 § - $ 77,248 $ 173,164
Business-type Activities:
Bonds Payable
Refinance of 1996 Water Bonds:
East Kingsford portion 342,012 - 32,846 309,166
Total business-type long-term debt 3 342012 % - § 32846 § 309,166

37



CHARTER TOWNSHIP OF BREITUNG

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE G - LONG-TERM DEBT (continued}

Debt service requirements on long-term debt at December 31, 2007 are as {follows:

Governmental Activities

For the Year

Installment Agreement

Ending December 31 Principal Interest
2008 $ 79,321 b 5,533
2009 66,046 2,005
§ 145367 $ 7,538

Business-Type Activities

. FortheYear Bonds Payable

Ending December 31 Principal Interest
2008 $ 29,109 $ 13,891
2009 27,656 15,344
2010 27,890 15,110
2011 29,612 13,388
2012 31,407 11,593
2013-2017 146,398 25,602
2018 17,094 103

§ 309,166 ¥ 95,031

Governmental Activities:

As of Deceraber 31, 2007, the governmental activities long-term debt consisted of the
following:

[nstallment Purchase Agreement:
The Township entered mto an installiment purchase agreement on November 8, 2002 with
a principal amount of $500,000, and an interest rate of 3.45% per annum until January 1,

2003, and thereafter at an interest rate of 4.40% per annum. Semi-annual principal and
inierest payments of $42,427 are due January 31 and July 31* each year.
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NOTE G - LONG-TERM DEBT (continued)

Business-type Activities:

As of December 31, 2007, the long-term debt of business-type activities consists of the
following:

Bonds Payable:

During the year ending December 31, 2004, the Township refinanced the bonds on the
East Kingsford portion of the 1996 Water Supply System Revenue Bonds. Bonds were
issued on June 29, 2004 for $421,000 with a variable interest rate ranging from 3.0% to
6.0%, with a maturity date of January 29, 2017. Semi-annual principal and.interest
_payments of $21,500 are due June 29" and December 29" cach year.

NOTE H - VESTED EMPLOYEE BENEFITS

Substantially all of Township employees are enfitled to cerlain vacation, sick pay
benefits, and compensation time that accrue and vest based on employment agreements.
Vacations not taken within the calendar year shall be forfeited unless permission is
obtained from the Township Superintendent to schedule the vacation at a later date.
Compensated absences in the amount of $27,797 are reported under govemmental
activities in the Statement of Net Assets.

NOTE I - INTERFUND TRANSFERS

Transfers between governmental and internal service funds are made 1o fund various
Township programs and operational expenditures and are summarized as follows for the
year ended December 31, 2007:

Transfers Trans{ers
In Out
Governmental Funds
Major Funds:
General Fund 3 - 3 172,748
Non-Major Funds:
Cemetery 31,572 -
Township Improvement 147,148 -
Cemelery Perpetual Care - 5,972
Total Non-Major Funds 178,720 5,972
Totals 3 178,720 ) 178,720
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NOTE J - RISK MANAGEMENT

The Township has obtained insurance from Michigan Municipal League Liability and
Property Pool. The participating plan coverage areas, limits, and deductions for the
coverage period January 1, 2007 through January 1, 2008 are as follows:

Limit of
Coverage Area Liability Deductibles
Comprehensive General Liability $ 5,000,000 $ -
Personal Injury Liability 5,000,000 -
Medical Payments 10,000 N/A
Public Officials Liability 5,000,000 -
Employee Benefit Liability 1,000,000 -
Fire Legal Liability 100,000 N/A
' AutomoblleLlabIhty T o ©U5,000,000 T L
Property - Blanket Basis 4,113,600 1,000
Property - Limited Replacement Cost (if applicable):
Earthquake 2,000,000 5,000
Flood 1,000,000 5,000
Consequential Damage 100,000 -
Protection and Preservation 100,000 N/A
Personal Effects and Property of Others 500 1,000
Extra Expense 100,000 -
Valuable Papers 100,000 1,000
Loss of Rents 100,000 -
Loss of Income 100,000 -
Accounts Receivable 100,000 1,000
Demolition/Increased Cost of Construction 100,000 1,000
Boiler and Machinery Included 1,000
Expediting Expense 100,000 1,000
Fine Arts 100,000 1,000
Omamental Trees, Shrubs, Plants or Lawns 5,000 1,000
Computer Equipment and Media 25,000 1,000
Contractors Equipment 197.597 1,000
Fire Equipment 62,022 1,000
Misc Equipment 25,860 1,000
Voting Equipment 19,890 1,000
Comprehensive Crime Coverage:
Employee Dishonesty Blanket/Faithful Performance 100,000 -
Money and Securities Inside 100,000 -
Money and Securities Quiside 100,000 -
Maney Orders and Counterfeit Paper 100,000 -
Depositors Forgery 100,000 -
Bonds:
Treasurer 100,000 N/A
Clerk 100,000 N/A
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NOTE J — RISK MANAGEMENT (continued)

At December 31, 2007, the Township had no outstanding claims, which exceeded the
plan’s limits and there has been no significant reduction in insurance coverage over the

past three years.

NOTE K- CONTINGENT LIABILITIES

The Township has received financial assistance from federal and state agencies. The
disbursement of funds received under these programs generally requires compliance with
terms and conditions specified in the grant agreement and are subject to audit by the
grantor agency. . Any. disallowed claims. resulting from such audits could. become a

__liability of the applicable fund of the Township. However, in the opinion of
management, any such disallowed claims will not have a matenal effect on any of the
financial statements or on the overall financial position of the Township at December 31,
2007.

NOTE L. — ANNEXATIONS

At the start of the 2007 fiscal year, the Township was involved with two petitions for
annexation hearings with the State Boundary Commission. On or about mid February,
the Township received a third petition from a properly owner wishing to annex to the
City of Iron Mountain primarily for municipal water and sanitary sewer service. As a
result, the Township was faced with a serious financial dilemma, which was to continue
spending exorbitant legal fees to defend the Township from annexation and the loss of
tax base for current and future budgets or to allow the property to be annexed and reduce
legal fees expense.

At the conclusion of two sufficiency hearings, the Township Supervisor engaged in a
dialog with one of the petitioners in an attempt to mediate this highly politicized
situation. That discussion opened the door to additional discussions with the two other
petitioners and ultimately the City of Iron Mountain. Over the course of the spring,
summer and fall, the Township Board, petitioners, and representatives of Iron Mountain
met on numerous occasions to amicably resolve a potentially bitter litigious situation.

The result of those meetings was the development, acceptance and State recognition of
two 425 Agreements and a Utility Service Agreement. Terms of the agreements are as
follows: The first 425 Agreement concerns the three parcels that instituted the
annexation proceedings and under that agreement, the City and Township will share
property tax revenue for a period of 12 years. At the conclusion of the 12-year period,
the property is unconditionally transferred to the City and the City retains all property tax
revenue generated on the property. In the context of these negotiations the Township,

41



CHARTER TOWNSHIP OF BREITUNG

NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2007

NOTE L — ANNEXATIONS (continued)

Cily and petitioners agreed that another 425 Agreement would be needed for other
properties with potential for future annexations.

The second 425 Agreement addressed property adjacent to the first 425 areas or the
annexation petition property. This area was aptly named Area II and provides for the
individual property owners to seek inclusion in the City when they believe they need City
utilities such as water and sewer. Terms of the Area 1I agreement allow for revenue
sharing between the City and Township for 50 years and up to 100 years. Revenue
sharing for Township continues even if and when the property owners file for City
services. At the end of the agreement, those properties that have filed for inclusion in the
City, sold or changed land use, stay with the City and those who do not will remain with
_the Township.

A hugely significant caveat with the Area II 425 Agreement was the creation of the
Township utility district in which the Township has access to 125,000 GPD of municipal
water and sanitary sewer service. To implement the agreements, both legislative bodies
had to approve the agreements prior to the end of 2007 which both did. Terms of the
utility agreement require the Township to essentially pay a $300,000 connection to the
City for utility service. Based on previous and on going engineer studies, this method
proved to be the most cost effective for the Township to access treatment plant capacity
and services along with fire flow,

The Township Board and staff are actively pursing funding for development of the utility
system through the USDA and hope to have a formal application on file by the fall of
2008. With this action, the Township and City have positioned themselves for a long-
term  mutually beneficial operating relationship for 50 to 100 vyears. Such
accomplishment has not been seen nor achieved in this area’s history, which makes this
all the more significantly compelling.
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CHARTER TOWNSHIP OF BREITUNG

SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

GENERAL FUND

For the Year Ended December 31, 2007

Budgeied Amounts

Actual Amounts,
{Budgetary Basis)

Variance with
Final Budget-

Onginal Final {See Note A) Positive (Negabve)
REVENUES:
Federal sources % - § 2,885 5 2,385 % -
State sources 423,000 423,000 414,094 (8,906)
Taxes 1,302,543 1,302,543 1,317,245 14,702
Charges for services 22260 22,200 21,473 (727)
License and permits 20 20 13 m
Interest and rents 64,900 64,900 76,229 11,329
Other 6,600 76,592 106,231 32,639
Tota! revenues b 1,819,263 g 1,892,140 h) 1,941,170 3 49,030
EXPENDITURES:
Legislauve.
Supervisor 3 12,693 s 12,695 b 11,803 b 8072
Township board 41,400 44,900 42,785 2,115
General government:
Superintendent 87.240 87,240 77,607 9,633
Treasurer 62,175 62,175 59,897 2,278
Clerk 58,045 58,045 56,433 1,612
Asgessor 81,330 £1,330 58870 22,460
Planning commission 12,680 12,680 8,562 4,113
Board of review I2007T 7 7T T 2200 TUTEHRT TR
Elections 6,180 6,180 6 6.174
Burlding and grounds 140,870 140.870 131,383 9,487
Public satety:
Ordinance enforcement 133,950 133.950 24,367 447)
Fire protection 174,400 177,285 185,872 (8,547)
Highway and transportation:
County road consiruction 62,000 67,000 65,679 1.321
Health and welfare:
Waste collection 248,980 253,980 246,306 7,674
Department of public works 63,030 63,030 56,063 6,967
Recrcation and eultural:
Parks and recreation 79,250 79,250 64,896 14,354
Other:
Hospiialization 171,000 171,000 157,473 13,527
Worlcer's compensation 15,500 15.50G 14,394 1,106
Fnsurance and bonds 70,000 70,000 30,229 39,771
Professional services - 23,000 17,414 7.586
Audil fees 8,900 8,900 8,900 -
Legal fees 50,000 50,000 60,432 (10,432)
Computer services 12,000 12.000 8,903 3,065
Capital outlay 13,000 3.000 4,678 (1,678)
Industrial park . 69,992 69,992 -
Retirement 21,400 21,000 16,875 4,123
Office supplies 7.200 7.200 7,719 (519)
Postage 10.460 10,400 9,418 982
Cormmunication 11,600 11,000 12,154 (1,154)
Miscellaneous - - 84 (84}
Total expendrures [,646,5158 1,757,892 1,620,944 136,948
Excess revenues {expenditures) 172,748 134,248 320,226 185,978
OTHER FINANCING SOURCES (USES)
Transfer out:
Township Improvemeam Revolving (147,148) (147.148) (147,148) -
Cemelery 25,600) (25,600) (25,600) -
Total other financing sources (uses) (172,748) {172,748) (172,748) -
Net changes 1 fund balances - {38,500) 147,478 185,978
Fund balances - beginning 1,294,188 1,294.185 1,294,185 -
Fund balances - endmg b3 |,204 185 $ 1,255,685 ¥ 1,441,663 3 185,978
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‘ Kristine P. Berhow, CPA, Principal
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CERTIFIED PUBLIC ACCOUNTANTS
Kevin C. Pascoe, CPA

OFFICES IN MICHIGAN AND WISCONSIN Laura [.. Schwalbach, CPA

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members of the Township Board
Charter Township of Breitung
Dickinson County, Michigan

We have audited the financial statements of the govemmental activities, the business-type activities, each major

 fund, and the aggregate remaining fund information” of Chartér Towiiship of “Breitung, "Dickinson County,
Michigan, as of and for the year ended December 31, 2007, which collectively comprise the Charter Township of
Breitung’s basic financial statements and have issued our report thereon dated May 16, 2008. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptiroller General of
the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Charter Township of Breitung’s infernal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Charter
Township of Breitung’s internal control over financial reporting. Accordingly, we do not express an opinion on
the effectiveness of the Charter Township of Breitung’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identfy all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we 1dentified certain
deficiencies in internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a confrol does not allow management or employees, in
the normal course of performing thewr assigned functions, to prevent or detect misstatements on a timely basis, A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
Charter Township of Breitung’s ability to initiate, autherize, record, process, or report financial data reliably in
accordance with generally accepted accounting prineiples such that there is more than a remote likelihood that a
nussiatement of the Charter Township of Breitung’s financial staterments that is more than inconsequential will
not be prevented or detected by the Charter Township of Breitung’s internal control. We consider the deficiency
described in the accompanying schedule of findings and responses to be a significant deficiency in internal
control over financial reporting, as item 07-1.

A material weakness 1s a significant deficiency, or combination of significant deficiencies, that results in more

than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected
by the Charter Township of Breitung’s internal control.
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Members of the Township Board
Charier Township of Breitung

Our consideration of the internal contro! over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the intemal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, we believe that none of the significant deficiencies described
above is a material wealmess.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Charter Township of Breitung’s financial statements are
free of material misstatement, we performed tests of 1ts compliance with certain provisions of Iaws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted certain matters that we reported to management of the Charter Township of Breitung in a separate letter -

“dated May 16, 2008.

Charter Township of Breitung’s response to the finding identified in our audit is deseribed in the accompanying
schedule of findings and responses. We did not audit Charter Township of Breitung's response and, accordingly,
we express no opinion on it.

This report 1s intended solely for the information and use of management, the members of the Township Board,
and federal awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

WW . R[ L

Certified Public Accountants

May 16, 2008
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CHARTER TOWNSHIP OF BREITUNG

SCHEDULE OF FINDINGS AND RESPONSES

For the Year Ended December 31, 2007

A. FINDINGS - FINANCIAL STATEMENT AUDIT
(7-1. SIGNIFICANT AUDIT ADJUSTMENTS

Condition/Criteria: Audit adjustments, which were more than inconsequential, were needed to
adjust the financial reporting of the Charter Township of Breitung, Dickinson County, Michigan.

Effect: A significant deficiency in internal controls over financial reporting occurred as a result
of audit adjustments, which in the aggregate, are more than inconsequential.

Cause: The financial reporting of the Township was not properly reflected in the general ledger
for accounts receivables and fixed assets.

Recommendation: The ﬁnanualrepomng of the T ownshlpshou]d reflect all material account
balances accurately (e.g. accounts receivables and fixed assets) as of the year-end.

Management Response:

The Township acknowledges the internal control issue. It should be noted the issue is primarily
based on the new SAS Standards promulgated in 2006 and implemented for the 2007 fiscal year.
Internal contro] issues have been and remain a priority of the Township Board and the Board is
determined to mamntain compliance given the severally limited size of the Township elected
officials and administrative staff assigned the responsibility of financial reporting.

Township elected officials and staff have implemented recording of additions to fixed assets to
the appropriate balance sheet account rather than expensing them and capitalizing them at the
end of the fiscal year. Given the continued uncertainty surrounding State Shared Revenues, the
Township intends to record anticipated payments and receivables in the general ledger and adjust
the balances based on actual payments received.

It is our belief that these actions will result in significant improved accuracy of the Township
financial statements for the 2008 fiscal year and beyond. The Township intends to review the
SAS standards along with GASB pronouncements in anticipation of future reporting
requirements.
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REPORT TO MANAGEMENT

Members of the Township Board
Charter Township of Breitung
Dickinson County, Michigan

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Charter Township of Brettung, Dickinson County,
Michigan, for the year ended December 31, 2007, and have issued our report thereon dated May 16, 2008
Plofessmnal standau ds 1cqu1rc that we pr0v1de you with the foilowmg information related to our audit.

Our RGSDOINlbI]l[IC‘; under U.S. Genera]ly Accepted Audlu Standards and Governmen! Aua’n‘mg Srana'am’s

As slated in our engagement letfer dated December 17, 2007, our responsibility, as described by professional
standards, is to express opinions about whether the financial statements prepared by management with your
oversight are fairly presented, in all material respects, in conformity with U.S. generally accepted accounting
principles. Our audit of the financial statements does not relieve you or management of your responsibilities.

As part of our audit, we considered the internal control of the Charter Township of Breitung. Such considerations
were solely for the purpose of determuying our audit procedures and not to provide any assurance concermng such
mnternal control.

As part of obtaining reasonable assurance about whether the financial statements are fiee of material misstatement,
we performed test of the Charter Township of Breitung’s compliance with certain provisions of laws, regulations,
contracts, and grants. However, the objective of our tests was not to provide an opinion on compliance with such
provisions.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to you in our
meeting about planning matters on December 17, 2007.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In accordance with the
terms of our engagement letter, we will advise management about the appropriateness of accounting policies and
their application. The significant accounting policies used by the Charter Township of Breitung are described in
Note A to the financial statements. No new accouniing policies were adopted and the application of existing
policies was not changed during 2007. We noted no transactions entered into by the governmental unit during the
year for which there 15 a lack of authoritative guidance or consensus. There are no significant transactions that
have been recognized in the financial statements in a different period than when the transaction oceurred.
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Members of the Township Board
Charter Township of Breitung

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from those expected. The most
sensitive estimate(s} affecting the financial statements was (were):

Management’s estimate of the useful lives of property and equipment for the purpose of calculating depreciation
is based on management’s past cxperience with useful lives of similar assets. We evaluated the key factors and

assumptions used to develop the useful lives on fixed assets in determining that it 1s reasonable in relation to the
financial statements taken as a whole.

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit,

Corrected and Uncorrected Misstalemenis

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of managementl. Management has
corrected all such misstatements. Our audit adjustments, individually and in the aggregate, were material and
were primarily made to properly accrue revenues and expenditures.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to
the financial statements or the auditor’s report. We are pleased to report that no such disagreements arose during
the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management representation
letter dated May 16, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an
accounting principle to the governmental unit’s financial statements or a determination of the type of auditor’s
opinion that may be expressed on those statements, our professional standards require the consulting accountant
to check with us to determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to relention as the governmental unit’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a condition
to our retention.

[y



Members of the Township Board
Charter Township of Breitung

Comments and Recommendations

In planning and performing our audit of the financial statements of the Charter Township of Breitung, Dickinson
Couuty, Michigan, {or the year ended December 31, 2007, we considered the Township’s internal control
structure to determine our auditing procedures for the purpose of expressing an opinion on the financial
statements and not to provide assurance on the internal control structure.

During our audit, we became aware of matters that are opportunities for strengthening intemmal controls and
operating efficiency. The memorandum that accompanies this letter summarizes our comments and
recommendations regarding these matters. This letter does not affect our report dated May 16, 2008, on the
financial statements of the Charter Township of Breitung, Dickinson County, Michigan.

This information 1s intended solely for the use of members of the township board and management of Breitung
Township and 1s not intended 1o be and should not be used by anyone other than these specified parties.

Wt 3 _’_ : e

Anderson, Tackman & Company, PLC
Certified Public Accountants

May 16, 2008



CHARTER TOWNSHIP OF BREITUNG
DICKINSON COUNTY, MICHIGAN

COMMENTS AND RECOMMENDATIONS

December 31, 2007

DUE FROM STATE OF MICHIGAN

Comment:

We noted unrecorded accounts receivables (Due from State) for state revenue sharing payments
as of December 31, 2007.

Recommendation:

We recommend state revenue sharing due to be received as of the end of the fiscal year be
recorded as a receivable. - ,

FIXED ASSET ADDITIONS

Comment:

We noted fixed asset additions in the East Kingsford and Quinnesec Water Funds being
expensed in capital outlay, rather than recorded as an addition to the appropriate asset account.

Recommendation:

We recommend all fixed asset purchases which meet the Township’s capitalization policy be
recorded as an asset, rather than expensed, in order to depreciate the assets over its useful lives.

ALLOCATION OF OPERATING COSTS

Comment:

Currently, the General Fund is absorbing operating costs which are attributed to other funds of
the Township (e.g. health insurance, retirement, workers compensation, elc.).

Recommendation:

We recommend analyzing General Fund operating costs to establish a cost allocation which
will charge funds for their share of operating costs. By doing so, enterprise funds (e.g. water
and sewer) will be able to substantiate costs associated with the services provided and thercfore
determine more accurately water and sewer rates sufficient to covering current and future costs.





